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ABSTRACT/RESUME 

Improving incentives in tertiary education in Belgium 

The tertiary education system has been transformed from an elite -oriented system to a system 
providing tertiary education to a much larger share of each new generation. This re-orientation has 
contributed to raising education attainment in Belgium. However, in many respects the organisation of 
the tertiary education systems has not been changed fundamentally and economic incentives are only 
to a minor extent in place for securing the supply and quality of tertiary education. The system has 
come under strain, as revealed in the high failure rate among first-year students and the high incidence 
of subject change. There is thus a need for the system to adapt to be able to continue to support the 
improvement in educational attainment. 

JEL classification codes: F21, F22, F23 

Key words: Higher education, Educational Finance, Analysis of Education, Rates of return to 
educational investment. 



Ameliorer les systemes d’ineitation dans I’enseignement superieur en Belgique 



Auparavant elitiste, l’enseignement superieur a ete transforme en un systeme devant permettre a une 
part plus importante de chaque nouvelle generation de faire des etudes superieures. Cette reorientation 
a contribue a elever le niveau de formation en Belgique. Cela etant, a bien des egards, l’organisation 
du systeme d’enseignement superieur n’a pas ete fondamentalement modifiee et les conditions 
economiques permettant d’assurer une offre et une qualite d’enseignement suffisantes sont loin d’etre 
reunies. Le systeme est en proie a des difficultes, comme en temoigne le taux d’echec eleve des 
etudiants de premiere annee et les nombreux changements de filiere. II doit done faire l’objet 
d’amenagements si Ton veut qu’il puisse continuer a ameliorer le niveau de formation. 

Classification JEL : F21, F22, F23 

Mots cles : Enseignement superieur, financement de T education, analyse du systeme educatif, 
rendement de l’investissement dans 1’ enseignement. 
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IMPROVING INCENTIVES IN TERTIARY EDUCATION IN BELGIUM 

by Jens H0j 1 



1 . Investment in human capital plays a key role in sustaining and enhancing growth. This role is 
likely to become even more important in the future as the ongoing globalisation process necessitates 
further moving up the value-added chain and as ageing puts downwards pressure on overall growth. 
Belgium has responded to this challenge by boosting tertiary education over the past couple of decades. 
Notwithstanding some recent changes, funding continues to be mostly input-based and there is only limited 
competition between tertiary education institutions. Despite the generally good quality of tertiary education 
and the substantial increase of investment in human capital, there has been no corresponding improvement 
in labour productivity and hence the economy’s performance (see Chapter 1), raising questions about the 
efficiency of this investment. 2 The chapter discusses the policy challenges in the tertiary education system. 
After a brief overview of recent developments, it addresses issues concerning the organisation of tertiary 
education institutions and student support. This is followed by a discussion of a range of measures that, if 
introduced, could contribute to a more cost-efficient and higher quality tertiary education system. 

Belgian tertiary education in an international context 

Educational attainment is relatively low, but enrolment in tertiary education is high 

2. The average educational attainment of the working age population in Belgium is lower than in 
most other OECD countries (OECD, 2006). This reflects the fact that historically only a relatively small 
part of the population attained upper secondary education. On the other hand, tertiary education attainment 
has historically been relatively high. Moreover, tertiary education has been expanded over the past 
decades, leading to a significant improvement in the educational attainment of younger generations, with 
41% of the age cohort 25-34 years having a tertiary degree. This is among the highest rates of tertiary 
education attainment among younger people in the OECD and twice as high as the Belgian age cohort of 
55-64 years. 3 For the total population, about 30% of people hold a tertiary education degree, which is 



1. This paper was originally prepared for the OECD Economic Survey of Belgium which was published in 
March 2007 on the responsibility of the Economic and Development Review Committee. The authors are 
grateful to colleagues in the OECD, especially Jprgen Elmeskov, Andrew Dean, Val Koromzay and Patrick 
Lenain. Special thanks to Laure Meuro for her technical assistance. The author can be contacted at 
Jens-Christian.Hoj @oecd.org 

2. The quality of tertiary education institutions is confirmed in rankings published by the Times newspaper. 

3. On the other hand, the graduation rate for advanced research programmes is relatively low in an 
international comparison. 
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(abstracting from the Nordic countries) among the highest in Europe and set to increase further with the 
high enrolment rate into tertiary education (Figure l). 4 

Figure 1. Educational attainment and enrolment in tertiary education, 2003 
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Students aged 20-29 as a percentage of total population of 20-to-29 years old 



Source: OECD, Education at a glance, 2006. 



3. Tertiary institutions include universities -providing longer academic degrees- and non- 

university institutions, which typically provide shorter professional degrees (in some cases, though, study 
time at the non-university institutions may be as long as at the universities) and account for about two- 
thirds of enrolment in tertiary education. The expansion of tertiary education has mostly taken place in 
non-university institutions (Figure 2). However, there has not been a similar expansion of teaching 
resources, leading to an increase in the student-to-teaching staff ratio over the past 10 years, and leaving 
Belgium with one of the highest overall student/teacher ratios in the OECD area (Figure 15). 5 



4. Of those enrolling into tertiary education, the majority is enrolled in non-university institutions. The share 
enrolled into university level tertiary education is actually among the lowest in the OECD area (OECD, 
2006). 

5. At the same time there has been an increase in the number PhD enrolled (reflecting to a large degree both 
regional and EU efforts to expand such numbers). With increased demands on professors to teach and 
support PhDs, concerns have been raised about whether professors have sufficient time to do their own 
research. Moreover, some of the funding problems are set to be rectified as both the Flemish and French 
communities are budgeting with real increases in the funding of tertiary education. 
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Figure 2. Enrolment in tertiary education 

1993-2005 
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Source: Ministries of Education. 

4. Despite the apparent lack of teaching resources, total spending in tertiary education as a share of 

GDP is nevertheless relatively high by international standards (Figure 3). In response to the budgetary 
pressure arising from the larger enrolment, there has been a drive in the French-speaking community to 
seek economies of scale and scope by merging non-university institutions - although this does not seem to 
have reduced overhead costs so far. 
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Figure 3. Expenditure on tertiary education 



Per cent 




Source: OECD, Education at a glance, 2006. 

5. Signs of strains in the tertiary education system have emerged. In the university institutions, there 
is a dropout rate of nearly 40 per cent - higher than in most other OECD countries - and about half of the 
drop-outs continue in non-university institutions (Jacobs and van der Ploeg, 2006). In addition, more than 
half of all first-year university students fail their first annual exam (Vandamme et al., 2006). Average study 
time (excluding the effects of students prematurely leaving the institutions) is nearly 20% longer than the 
nominal period of study, suggesting few incentives for students to rapidly complete their studies (Ministry 
of Education and Training, 2006). A number of measures have been adopted to address these issues 
(see below). 

The organisation of tertiary education is decentralised 

6. Tertiary education is the responsibility of the communities. The financing of educational 
institutions is provided at a lower level of government than in most other OECD countries, an arrangement 
that is similar to that of several other federal countries, such as Germany, Spain and the United States 
(European Commission, 2004). The federal government has retained the important role of providing child 
benefits and granting tax credits to parents with a child in tertiary education. Overall education spending 
accounts for the bulk (nearly half of the combined budget for the Flemish region and community and about 
three-quarters in the French community) of the Communities’ budgets, of which about one-fifth goes to 
tertiary education. The tertiary education institutions have traditionally been financed through an input- 
based system, i.e. a funding based on the number of students enrolled. 6 For universities, close to three- 



6 . 



Input based financing systems provide for an element of competition among tertiary education institutions 
as each institution has incentives to attract as many students as possible. However, such systems embody 
few incentives for improving graduation rates. 



